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(Wher eupon, the follow ng

proceedi ngs were had out of in

camera.)
MR. FRI EDMAN: The testimny -- there were
filed -- and | forget the date -- some corrections.

And the testinony as it was presented today and as
| ' ve handed it to the court reporter reflect the
corrections. So that what | handed the court
reporter and what we're offering in evidence has in
it a couple of pages that say "corrected."”

JUDGE DOLAN: Oh. Okay. So those are already
part of the record.

[ EZ SPEAKER 02]: And so that is part of the
record.

JUDGE DOLAN: OCkay. Then with that, is there
any objections to AT&T Exhibit 3.0 and AT&T
Exhibit 3.17?

MR. PFAFF: No obj ection.

MR. HARVEY: None from Staff. Although if
M. MPhee would confirmthere's some percentages
bel ow one of the nunmbers he corrected -- and actually

two of the nunbers he corrected on Schedul e JSM4, and
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"' m wondering if those remain the same or whether
t hey change any as a result of the corrections.
THE W TNESS: They remain the sane.
MR. HARVEY: Thank you, sir. | appreciate it.
No objection from Staff.
JUDGE DOLAN: Okay. Then AT&T Exhibit 3.0 and
AT&T Exhibit 3.1 will be admtted into the record.
Subj ect to that, ready for cross.
(VMher eupon, AT&T Exhi bit
Nos. 3.0 & 3.1 were adm tted
into evidence.)
MR. FRI EDMAN: And M. McPhee is available for
Cross.
MR. PFAFF: Back on then?
JUDGE DOLAN: Yes.
CROSS- EXAM NATI ON
BY
MR. PFAFF:
Q Good nmorning, M. MPhee. My name a Jeff
Pfaff with Sprint Nextel, how are you today?
A l'm fine. Thank you. Good nor ni ng.

Q Good.
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If I -- if you don't understand me
clearly, just ask me to repeat the question.
[' EZ SPEAKER 04]: And to the court reporter,
if | start speaking too quickly, just let me know.

Nobody's ever conpl ained of nme speaking too softly.

So | don't think we'll have that problem

JUDGE DOLAN: Jeff, before you proceed -- |I'm
sorry -- these exhibits were supposed to be attached
to which copy? Ws it the -- because | didn't

mention the exhibits in the record. Are they
attached to part of his testinmny?

MR. FRI EDMAN: There are -- the direct
testinony has Exhibits 1 -- JSML through 6 and JSM/
is an exhibit to the rebuttal testinmony.

JUDGE DOLAN: All right.

MR. FRIEDMAN: And the corrected pages -- the
corrected exhibit pages pertained to JSM4, which is
attached to the direct testimny. And those
corrected pages, |like the corrected pages of
testinony, are what we fil ed.

JUDGE DOLAN: Are attached.

MR. FRI EDMAN: Ri ght .
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JUDGE DOLAN: Okay. Just so make the record
clear, then it's 3.0 with attachments and 3.1 with
attachnments.

[ EZ SPEAKER 02]: Right. Thank you.

JUDGE DOLAN: Thank you. Sorry.

Proceed.
MR. PFAFF: Very well.
BY [! EZ SPEAKER 04] :
Q M. MPhee, we've met a couple time

previously, haven't we?

A Yes, at | east once in Nevada.
Q Thanks. | realized you | ooked famliar
|'ve been traveling quite a bit lately. | have a

hard time putting all the faces to the nanes.

You' ve indicated in response to
guestions from your attorney that you have your
direct testimny and exhibits and rebuttal testinmny

and exhibit in front of you; is that correct?

Q Do you have anything else in front of you?
A Yes, | do.

Q Coul d you descri be what that is, please?
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A | have a binder that includes -- if you'd
like me to go through each tab, discovery response
t hat AT&T made to Sprint and then the testinony of
the other parties in this case.

Q Okay. And do you have the exhibits from
the other testinmonies?

A | don't believe |I have all the exhibits,
no.

Q Al'l right. Anything else in front of you?

A A notepad and a couple other attachments
t hat were sent out and discussed yesterday, |
bel i eve, just of various subjects.

Q Thank you.

You were enployed by AT&T at the time
t hat AT&T and Bel | South announced their merger; is
t hat correct?

A That's correct.

Q Okay. And you were enployed when the
mer ger was consunmat ed?

A Yes.

Q And you're aware that at the tinme AT&T

reported that it would reap certain benefits fromthe
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mer ger; correct?

A That's correct.
Q ' m going to hand you -- |I'm not going to
mark it at this tinme. | " mjust going to hand it out

to you right now. And this is the docunent titled,
Bel | South News Rel ease Archive; is that correct?

A Yes, it is.

Q And it's got the AT&T |ogo at the top?

MR. FRI EDMAN: ' m going to object. Not hi ng
wrong with the form of that question. ' m going to
object to the line of questions as beyond the scope
of the direct testimony.

It is true that M. MPhee in his
direct testinmony tal ks about the merger comm t ment,
your Honor, that is the subject of this case. That
does not, in our view, render relevant to this
proceedi ng and certainly does not render within the
scope of his direct exam nation, kind of, everything
and anything having to do with the merger.

MR. PFAFF: Well, | assure M. Friedman |
wasn't going to ask about everything and anything to
do with the merger. But this release contains
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i nformation about certain benefits that AT&T would
derive from the merger.

Now, M. MPhee has expressed an
opi ni on about some reduction in revenues that AT&T --
that come fromthe merger. And | think I"mentitled

to ask for informati on about the benefits as well.

MR. FRI EDMAN: Okay. Really, | want to be very
clear. There are two grounds for the objection. One
is it's beyond the scope of the cross -- of the
direct. The other is it's irrelevant. This

Comm ssi on cannot possibly be aided in deciding the
meani ng or application of the merger conm tment by
knowi ng that AT&T reaped benefits of -- | don't know
what they may have reaped.

JUDGE DOLAN: Well, I'"m going to overrule the
obj ection. So. ..

MR. PFAFF: Thank you.
BY [! EZ SPEAKER 04] :

Q So, M. MPhee, just follow ng up, again,
just want to point out, if you |look at the bottom of
what's | abel ed Page 2, do you see that URL address at

t he bottont?
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A Yes, | do.

Q Okay. And could you read that, please.

A It's HTTP, colon, forward slash, forward
sl ash, AT&T, dot, central cast, dot, net, forward
slash -- all one word -- Bell South news archived,
forward sl ash, release, dot, ASPX, question mark, the
| etters 1D, equal, 5773.

Q Great. Thank you.

And if you'll turn to the third page,
you'll see at the very bottom the narrative here,
that little copyright symbol. Do you see that?

A | do.

Q And would you read what that says.

MR. FRI EDMAN: ' mgoing to -- Judge, | would
like to ask for a continuing objection on both
rel evance grounds and ground that this is beyond the
scope of the direct. If I can have that as a
standi ng objection for purposes of the record.

l'd like to add at this time an
addi ti onal objection, which is foundation. There is
no indication whatsoever that this person sitting
next to me knows anythi ng whatsoever about what
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we're about to talk about; no indication that he's
seen this docunment; no indication that he had any
information that a | ayperson wouldn't have about the
mer ger . So unl ess counsel can establish sone basis
for thinking that this human being is an appropriate
vehicle for discussion of this subject, there's no
foundation for the questions.

MR. PFAFF: Well, your Honor, I'mtrying to
establish that this appears to be an official AT&T
Bel | South news release. And as such, it would be an
of ficial document of the conmpany. " m simply going

to ask M. MPhee if he agrees with it or disagrees

with it.
MR. FRIEDMAN: And I'Ill object that that's
rel evant. \What difference can it possibly make

whet her M. McPhee agrees with the assertions in the

docunment . Is that going to be the question?
MR. PFAFF: Well, M. MPhee is here testifying
on behal f of AT&T. | believe I'"'mentitled to refl ect

ot her positions that AT&T has taken.
MR. FRI EDMAN: Your Honor, if Sprint wanted to

get to -- to try to get into the record information
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about positions that AT&T has taken, the way to do

t hat woul d have been through its witnesses to whose
testinony Sprint could have attached AT&T docunents,
okay, for which authentication would be avail able or
whi ch woul d be self-authenticating.

Again, it is not proper to put in
front of a witness documents that the wi tness has
never seen and knows nothing about and to try to use
the witness as a vehicle for getting Sprint's story
into the case.

So, again, foundation objection.

JUDGE DOLAN: | guess he needs to discuss
f oundati on then because your witness hasn't testified
t hat he's never seen the document before. So
we don't --

MR. FRIEDMAN: Well, it's his job to establish
some foundati on.

JUDGE DOLAN: So, yes, | do agree with you that
you need to set a little better proper foundation.
BY [! EZ SPEAKER 04]:

Q Al'l right. M . MPhee, are you aware at
the time that AT&T and Bell South announced their
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merger that they made certain statements with respect
to the benefits from that merger?

A | understand that there were news rel eases.

Q And have you ever seen -- have you seen --
did you see those news rel eases?

A | saw media reporting on the merger. " m
sure | saw some news rel eases as they came out.

Q Okay. And have you seen news rel eases that

di scl osed the amount of benefit that would be derived

from AT&T?

A Specifically recalling that in quantified,
| can't say that | remenmber seeing any -- anything
l'i ke that.

Q Does AT&T normally release news rel eases?

MR. FRI EDMAN: Obj ecti on. Foundati on.

THE W TNESS: |*"m not in the --

JUDGE DOLAN: Hol d on. "' m going to overrule
t hat obj ection.
BY [! EZ SPEAKER 04]:

Q Does this appear to be a news release from
AT&T?

A It appears to be.
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Q Okay. And do you believe that it was
rel eased as part of the normal business records of
AT&T?

MR. FRI EDMAN: Obj ecti on. Foundati on.

Judge, unless there's some reason to
believe -- | mean, | can |look at this, as can your
Honor, as can M. Pfaff, and say what it seens to
| ook Iike and what it appears to be. Unl ess this
wi t ness has some basis for saying, Yes, | -- because
| know what these things |look like, I'mhere to
testify that that's what this is, the testinmny's of
no use. And so there really is no foundation.

MR. PFAFF: Well, your Honor, this -- it is an
official news release from AT&T and Bel | South, and as
such, it's a reflection of the company position. ' m
not going to ask M. MPhee whet her or not he
devel oped that position. | " m just simply going to
ask him whet her or not AT&T nmade certain statements
about the benefits of the merger.

JUDGE DOLAN: All right. | "' m going to overrule
t he obj ecti on.

MR. PFAFF: Thank you.
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BY [! EZ SPEAKER 04]:

Q So, M. MPhee, if would you turn to
Page 2, pl ease.

A Okay.

Q Do you see in the mddle of that page there
is a bolded section that's titled, Merger Synergies
and Fi nanci al s?

A | see that.

Q Could you read the two sentences follow ng
t hat, pl ease.

MR. FRI EDMAN: Obj ection. This is inmproper
exam nati on. "1l tell you what, AT&T Illinois wil
stipulate -- and we can cut through this. W wil
stipulate that this piece of paper says the words
that it says.

MR. PFAFF: Okay. Wuld you agree that we can
admt this as an exhibit then?

MR. FRI EDMAN: Not at this point. OCkay. \hat
| woul d suggest would be that if you have a document
that you think is a business record and you want to
get it admtted, the normal way of doing that is

to -- would have been to present it to us yesterday
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and say, We've got sonme exhibits. W'd like to offer
t hese as business records, are they business records?
"' m now | ooking at this for the first time.

If you would like -- if you have sonme
docunents like this and you'd like to take a break
and give themto us and have us figure out if they're
busi ness records to whose adm ssibility we would
stipulate, we can do that. But that's the way this
is usually done, as | understand it.

MR. PFAFF: | was just sinply going to ask
either M. MPhee to read the portions of this
rel ease into the record. They made an objection.

You' ve overrul ed that.

Now, if they don't want to stipulate
to it as an exhibit, then I'mgoing to -- I"'mfree to
ask M. MPhee questions about what this is.

JUDGE DOLAN: As part of cross-exam nation as
far as admtting it into the record, you're not --
you're just going to ask questions and not admt it
into the record?

MR. PFAFF: If they are not going to agree that
it should be an exhibit, then |I'm just going to ask
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hi m questi ons about it.
MR. FRI EDMAN: Your Honor, |I'mnot trying to be
unnecessarily obstreperous or difficult.
In nmy experience, when a party has
documents it wants admtted in evidence, okay, it
shares those docunments with the other side in

advance, and if they appear to be business records,

asks in advance, Is this something you're willing to
stipulate to? Okay. Again, |'m seeing this for the
first time. | don't know what it is.

MR. PFAFF: Well, and | understand. You

crossed our witnesses yesterday about documents that
t hey had seen for the first time.

[' EZ SPEAKER 02]: That isn't -- that's not ny
gripe. Those were admtted -- those were docunents,
for one thing, that the Comm ssion would have taken
adm ni strative notice of because they're part of the
Comm ssion's records, okay, and we gave docunent
numbers.

We're dealing -- look, we're dealing
with this very basic thing. It's just the
adm ssibility of a document that you think is a
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busi ness record, and it may be. And, again, if you
have a bunch of documents like this that you wanted
us look at, we'll do that. And you nmay be able to
get them adm tted. And you don't actually need
M. MPhee to get them admtted. | mean, if you have
arguments that these are business records, you can
make them, right, but unless he's the custodian of
t he documents or he recognizes this as something that
is, you know -- that AT&T does put out in the nor mal
course of business, he can't help you with that
exercise.

MR. PFAFF: Can we take a quick recess, please?

JUDGE DOLAN: Yes. We'll go off the record.

(Wher eupon, a discussion was had
off the record.)

JUDGE DOLAN: A discussion took place
concerning these exhibits off the record.

MR. PFAFF: Thank you, your Honor. Sprint and
AT&T di scussed several exhibits, and |I'm going to go
ahead and mark these right now. Specifically, I'd
like to mark as Cross -- it would be Cross 1, the

AT&T news rel ease. And McPhee Cross 2, the letter
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dat ed Decenber 28, 2006,

(Wher eupon,

Nos.

from Rober

t W Quinn, Jr.

Sprint Cross-Exhibit

1 & 2 were mar ked for

identification.)

[ EZ SPEAKER 04] :

want to oversay this,

agreed to the entry of

MR. FRI EDMAN:

but

Yeah

adm ssion into evidence.

JUDGE DOLAN: A

I or

And, agai n,

AT&T -- | don't

| believe that AT&T has

, we don't

ight. Did

cross-exhibits yesterday?

MR. SCHI FMAN:

JUDGE DOLAN:

1 and Sprint Cross --

adm tted

No.

Spri nt

or

into the record.
(Wher eupon,

Nos.

evi

[! EZ SPEAKER 04] :

BY [! EZ SPEAKER 04] :

Spri nt

Q

M. MPhee,

Cross- Exhi bit

i f

No.

t hese exhi bits.

object to their

Sprint have any

Cross 1 -- or MPhee Cross

McPhee Cross No. 2 will be

dence.)

Thank you,

you will,

1

Sprint Cross-Exhibit

1 & 2 were admtted into

your Honor.

turn to Page 2 of
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A Ckay.

Q And do you see the bold area titled
Mergers, Synergies and Financials, m dway down the
page?

A | do.

Q And rat her than have you read that now,

woul d you agree that basically says that AT&T expects

synergies of 2 to 3 billion per year; would that be
correct?
Well, |I'"msorry. Let ne ask a better
gquesti on.
A | just hadn't had a chance to read it is
all .
Q | understand.

Woul d you agree that it says that AT&T
expects that the synergies will ramp up quickly to
reach an annual run rate exceeding 2 billion in 2008;

is that correct?

A Yeah, it says, Conbines operations wll
ranmp up -- will ramp quickly to reach an annual run
rate exceeding 2 billion in 2008. It does say that.

Q Okay. And does it say that these synergies
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will increase to 3 billion in 20107

A Yes, it does.

Q And then the following -- could you just
read the follow ng sentence.

A Mer gi ng AT&T, Bell South and Ci ngul ar
Wreless is expected to yield a net present value 18
mllion dollars in synergies.

Q Thank you.

What do you understand the word
"synergy" to mean?

MR. FRI EDMAN: Obj ection. Beyond the scope of
his direction exam nation and irrelevant and | ack of
f oundati on.

Presumably the question is getting at
what the word "synergy" means in this document. And
there is no foundation -- no foundational basis for
the witness having any know edge about that.

MR. PFAFF: Well, wi thout, | guess, going into
all my cross-exam nation, M. MPhee has testified
that porting the Kentucky agreement to Illinois
reduces the revenues to AT&T Illinois. | think I'm

entitled to question M. MPhee about what was

386



10

11

12

13

14

15

16

17

18

19

20

21

22

attempted to be gained through the merger and
specifically whether or not they intended to try to
conbi ne certain operations.

JUDGE DOLAN: "1l overrule the objection.

[ EZ SPEAKER 04] : Do you recall the question?

THE W TNESS: Pl ease restate it.

MR. PFAFF: Can you just restate the question,

pl ease.
(Wher eupon, the record was read
as requested.)
THE W TNESS: Well, | probably have to read the

entire news release to understand the context of how
they're using the term But, generally speaking, it
woul d seemto me that synergies would mean a benefit
of combi nati ons.
BY [! EZ SPEAKER 04]:
Q Okay. And by that you understand that they
woul d conbi ne the operations of Bell South and AT&T?
A Agai n, not reading the entire news rel ease
and understanding that's the basic subject of this
news release, | would assunme that when they're
speaki ng of synergies in this news release, that's
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what they're speaking about is the combination of
t hose conpani es.

Q Okay. And would you consider it to be --

in your review of the interconnection agreement --
t he Kentucky intersection agreenment and the Bell South
interconnection agreement, would you consider it to
be nmore efficient for a conmpany to have one agreenent
t hroughout its territory or multiple agreenments?

MR. FRI EDMAN: Obj ection. Beyond t he scope.

I rrel evant.

[ EZ SPEAKER 04]: Well, your Honor, he's
testified that he had to nmodify the Kentucky
agreement to comport with Illinois. | think I'm
entitled to ask him whether or not it's nore
efficient to have one agreement or nmultiple
agreenments.

JUDGE DOLAN: | recall he testified about a | ot
of his work in different states. So I'"mgoing to
overrul e that objection.

THE W TNESS: | don't think |I have a specific
opi nion without really understandi ng what you nean by
efficient -- or "nore efficient.” And also w thout
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| ooking at the specific circunstances of what a
contract may or may not contain pertaining to a
specific state, to the specific entities that are in
that contract as well as to the other states where
t hat contract m ght be inplemented as well. So |
think it's all very specific to the circumstances
bet ween the parties, between the contract | anguage,
bet ween the states in order to determ ne what may or
may not be efficient or nore efficient.
BY [! EZ SPEAKER 04]:

Q Do you recall when the merger was approved
by the FCC?

A The Bel |l South merger?

Q The AT&T Bel |l South merger.

>

Yes, | do.

Q What was that date?

A It was December 29th, | believe, 2006.

Q And you understand that there were
conditions inposed upon AT&T as part of that merger;
is that correct?

A | believe that there were conditions that

AT&T agreed to, yes.
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Q

And we have comonly been referring to

t hose conditions as the merger comm tnments. Do you

under st and that?

A

Q

Yes, | do.

So when | refer to "the merger

commtments,"” we know we're talking about the same

t hi ng?
A

Q

Yes.

Do you know -- well, before you is a --

what's Sprint Cross-Exhibit 2. Do you see that?

A

Q

December

A

Q

A
Q
AT&T?

A

| do.

Okay. And that's a letter dated
28t h, 20067

Yes, it is.

And who is that letter from?
Robert W Quinn, Jr.

And what does it reflect his role with

It says his title is senior vice president

of federal regulatory.

Q

A

Do you know, is M. Quinn still with AT&T?

| don't know.
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Q In this letter M. Quinn references that
he -- you can see the first sentence. He said that
AT&T submtted a |ist of possible merger commtnments
on October 13th; is that correct?

A Yes.

Q Okay. If you read down |ater through -- in
t he second paragraph, the third sentence that starts,
Accordingly, do you see that sentence?

A | do.

Q Okay. M . Quinn indicates that the
applicants agreed to the attached merger comm tments.
Do you see that phrase?

A Yes, | do.

Q So is it your understandi ng that AT&T
subm tted merger commtments on -- or merger
conditions on Decenber 28th with his letter?

MR. FRI EDMAN: Obj ecti on. Foundati on.

JUDGE DOLAN: That one | will sustain.

BY [! EZ SPEAKER 04]:
Q Does this letter reference attached merger

comm t ments?
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MR. FRI EDMAN: Stipulate that it does.
BY [! EZ SPEAKER 04]:

Q And you understand that there are merger
commtments that are -- that were part of the AT&T
Bel | South merger; is that right?

A That's correct.

Q Okay. And would you agree that the FCC had
not approved the merger prior to Decenber 28th?

A Yes, | woul d.

Q And the merger comm tments that we're
tal ki ng about specifically today are what we refer to
as the interconnection-related merger commtments; is
that right?

A General ly speaking, yes. | believe we do
some transaction costs, is howit's characterized.

Q Okay. Do you have a copy of those merger
commtnments in front of you?

A No, | do not.

[' EZ SPEAKER 04]: Wuld you like to see these,
M. Friedman?

BY [! EZ SPEAKER 04]:

Q "' m handi ng you what's titled Appendix F.
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Do you see that?

A | do.

Q Okay. And do you -- those are the merger
commtments in question; correct?

A When you say "the merger commtnments in
guestion," you mean the one we're arguing about
t oday, which is Merger Comm tment 7.17

Q Well, actually this is the | arger nmerger
comm tments that were agreed to by AT&T. | can --

[' EZ SPEAKER 04]: Again, may | approach your
wi tness?

MR. FRI EDMAN: M hmm

MR. PFAFF: "1l get you to the specific page.
BY [! EZ SPEAKER 04]:

Q And do you see the heading, Reducing
transaction costs?

A Yes, | do.

Q Okay. And those are the four
i nterconnection-related merger comm tnents; correct?

A Yes, they are.

Q Now, you were here at the hearing

yesterday; is that correct?
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A Yes.

Q Do you remenber M. Schifman asking an AT&T
wi t ness about these merger comm tments?

A Generally speaking, yes.

Q And | guess the question |I'm going to ask
you is, do you believe it's reasonable to assume that
AT&T contenmpl ated when it entered into these nmerger
commtments that carriers may want to invoke them?

MR. FRI EDMAN: Obj ecti on. Rel evance.
Foundati on.

MR. PFAFF: Well, again, your Honor, he's
testified about the merger comm tnents.

MR. FRIEDMAN: The relevance goes to the -- the
gquestion was, do you think it's reasonable to assune.
What M. McPhee thinks is reasonable to assunme
doesn't have any bearing on anything.

JUDGE DOLAN: All right. "1l ask you to
rephrase the question, please.

MR. PFAFF: Ckay.

BY [! EZ SPEAKER 04]:

Q M . Quinn proposed certain merger

conditions to the FCC; is that correct?
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A Yes.

Q And AT&T, in order to receive approval from
the FCC, was willing to conply with these merger
commtnments; is that correct?

A Yes.

Q Is it, therefore, reasonable to assunme that
AT&T determ ned what the |ikelihood that carriers
would try to invoke the merger comm tments?

MR. FRI EDMAN: Obj ecti on. Rel evance.

JUDGE DOLAN: Overrul ed.

THE W TNESS: | don't know if AT&T did any
cal cul ations to determ ne any type of |ikelihood.
But | do believe that the merger comm tnments were put

out there for carriers to take advantages of them
BY [! EZ SPEAKER 04]:

Q And so are you unaware of any cal cul ations
performed by AT&T as to the cost of the merger
comm t ments?

A Specific costs, |I'm not aware of any
cal cul ati ons.

Q You have never been presented with any

docunents that purported to show the expense or cost
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of complying with the merger commtments; is that
correct?

A Not that | recall

Q Were you ever presented with any costs or
expenses related to Merger Comm tment 7.17?

A Can you please clarify what you nmean by
costs associated with it.

Q Were you ever submtted with any docunent
t hat anal yzed what the cost or expense or reduction
in revenue that would be to AT&T associated with the
7.1 merger comm tment?

A No.

Q Turning to your testinmony on Page 5.

JUDGE DOLAN: Direct or rebuttal ?

MR. PFAFF: Direct. ' m sorry.

MR. HARVEY: Page 25, Counsel ?

MR. PFAFF: Page 5.

[ ' EZ SPEAKER 05] : Oh, I'm sorry.
BY [! EZ SPEAKER 04]:

Q And specifically starting on Line 108, you
woul d agree that the interconnection-related merger

comm tments were intended to save transaction costs
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associ ated with negotiating and arbitrating

agreements under Section 252 of
A Yes.
Q | s that what you said?
A | said specific to Merger

Q Ri ght .
A

-- that's also within that

the Act?

ot her four interconnection merger commt

Q Now, is it

this offers a benefi

headi ng of

Comm tment 7.1

ments.

your understandi ng then that

t that a car

prior to Merger Comm tnent 7.17?

A | believe
Whet her or not it's
carrier to determ ne
options in adopting

Q Okay. And
option that was not
comm tment; correct?

A Yes, that'

it offers a

rier did

carrier

n't have

t he

new options.

a benefit would be up to that

) But it does offer

contracts.
SO in your

avail abl e pr

S correct.

carriers new

view, this was a new

ior to t

Q And you woul d agree that prior

merger comm tnment carriers already could negotiate

and arbitrate under

Section 251;

is that

he merger

to the

correct?

397



10

11

12

13

14

15

16

17

18

19

20

21

22

A Yes.
Q ' m sorry. 251 and 252?
A Yes.

Q Thank you.

Al so they could adopt an agreenent
within the state under 252; is that correct?

A 252(i), that's correct.

Q OCkay. And so this is an option that was
separate and apart from those two methods; is that
correct?

A Well, it's different. | guess it could be
characterized, at |east from Merger Commtment 7.1,
of something of an extension in that it's simlar to
a 252(i) in-state adoption, but it is now allow ng
for the same type of transaction to port a contract
into another state, essentially adopt another state's
contract.

Q Okay. But 252(i) exists with or without
Merger Commtment 7.1; is that correct?

A That's correct.

Q And in order for the merger commtment to
have any meaning, it provides a different option
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ot her than 252(i); is that correct?

A Yes.

Q Somet hing you just said -- and | want to be
careful here because | don't want to m sstate what
you said. But you attribute sone of the
characteristics of 252(i) to the merger commtnments.
s that a fair statement?

A What | was trying to say is generally,
Merger Commtment 7.1 is simlar in that a 252(i)
adoption allows a carrier to find a contract within
that state and adopt it within the state. And what
Merger Commtnment 7.1 allows for is a carrier under
certain circumstances and conditions to port a
contract froma different state into a new state. So
in that way, it's simlar in the adoption, and there
are differences, of course.

Q Ckay. Fair enough.

You indicated earlier that you weren't
sure -- you didn't agree with my characteristic that
the merger comm tment provided a benefit to other
carriers. Do you recall that?

A | didn't disagree, but | don't know. It's
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up to the carrier thenmselves to determ ne whet her
there's benefit to it.

Q Well, do you think a carrier would seek to
invoke the merger commtment if it wasn't

advant ageous to then?

A | can't speak for how a carrier would
oper at e.

Q On Page 3 of your direct testinmny -- and
actually starting on -- at the bottom of Page 2, you

are describing the Ilimtations included in Merger
Commtment 7.1; is that correct? And |I'msorry, this
is the bottom of Page 2 starting on Line 46 in your
direct testinmony.

A Yes, | see that.

Q And the very bottomit just says, Generally

A Yes.

Q You state in your testinmony that, Generally
these imtations insured that a requesting carrier
nei ther ends up with an interconnection agreement
that simply doesn't work nor unjustifiably profits

fromits exercise of the porting opportunity. I's
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t hat what you said?

A Yes.

Q Now, you have Merger Commtnment 7.1 in
front of you; is that correct?

A Yes.

Q Can you show me within the |anguage there
where the exception for unjustifiable profits is?

A It doesn't use those words. | woul d think,
t hough, that a conmpany that sought to port a contract
from one state to another state that then sought to
not allow for the port to state conformance process,
pricing, products to take place, that there's a
potential for a carrier to try and attenmpt to profit
fromdifferent pricing if it's not adjusted to the
state-specific pricing or if it attenmpts to seek

products that that port to state does not offer.

Q Well, you would agree that there are
certain enumerated or |listed exceptions; is that
correct?

A Exceptions to...?

Q The ability to port an agreenent.
A There are limtations, that's correct.
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Q Okay. Limtations.
And you woul d al so agree that there is

no limtation in the merger commtment in the
| anguage of the merger commtnment itself, 7.1, for
unjustifiable profits?

A | woul d agree that those words do not
appear in Merger Commtment 7.1.

Q Additionally, on Page 3, starting on Line
59 of your direct testinmony, you indicate that you
wi Il explain why Sprint's attenpt to port the
Kentucky I CA -- and | paraphrased a little bit --
woul d provide Sprint with an unwarranted subsidy. Do
you see that testinmny?

A | do.

Q Now, again, you have Merger Commtment 7.1

in front of you; is that correct?

A Yes.

Q Do the words "unwarranted subsidy" appear
within that merger -- the merger comm tment?

A No.

Q Now, you have indicated that this
Comm ssion should read into the merger comm tment a
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limtation subject to 809(b). Do you recall that?
A ' m sorry. Can you restate that?
Q Sur e.
On Page 33 of your testinony --

A Okay.

Q Okay -- there's a discussion in your
testinony with respect to Rule 809(b); is that
correct?

A Yes, it is.

Q Now, Rule 809(b) refers to a 252(i)
adoption; is that correct?

A Yes, that's correct.

Q And your testimny would suggest that the
1 1inois Comm ssion apply some of the conditions that
are contained in 809(b) to Sprint's election; is that
correction?

A Generally speaking, yes, we're asking the
Comm ssion to consider Rule 809(b) as part of the
i mpact of a carrier optioning in under Merger
Comm tment 7. 1.

Q Well, specifically you're referring to the
condition in 809(b) discussing with the costs of
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adopting an agreement; is that correct?

A That's correct.
Q Now, | ooking at Merger Commtnment 7.1, can
you show me where that [imtation is contained?

A Which Iimtation?
Q The limtation with respect to -- that's

simlar to 809(Db).

A Are you asking ne for specific words or...?
Q Yes.

A So which words are you --

Q | *'m asking you to show ne in Merger

Commtment 7.1 the words you believe denonstrate that
t he 809(b) exceptions should apply here.

A | believe | ooking at Merger Commtment 7.1
inits entirety, including subject to state-specific
pricing, translates into appropriately opined pricing
in the port to state, such that a carrier does not
increase the -- such that that result in contact does
not increase AT&T's costs above what it costs to
operate that contract in the port from state.

Q Well, you would agree that nothing in the
merger comm tment itself references FCC Rule 809(b);
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is that correct?

A There's no specific reference in that
mer ger conmm t ment .

Q And, furthernmore, nothing in Merger
Commtment 7.1 references to 252(i); is that correct?

A That's correct.

Q M . MPhee, have you testified in other
proceedings with respect to Sprint's election to --
Sprint's election under the merger comm tments?

A Different -- yes, | have under a different
mer ger conmm t ment .

Q Okay. And could you tell me which states
t hose were, please?

A They were Bell South states. | believe |
filed testimony in North Carolina, South Carolina,
Georgia and Al abama.

Q And you indicated those were under
di fferent merger commtments?

A That's correct.

Q Could you tell me what merger comm t ment
t hat was, pl ease?

A | don't remenmber the specific nunmber. | t
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had to do with the extension of the contract for a
t hree-year period beyond the term of the underlying
contract.

Q And you have the three
i nterconnection-related merger commtments in front
of you; correct?

A | do.

Q And we've been referring to the first one
as 7.1; right?

A Yes.

Q So could you | ook at Merger Comm tnent 7. 3.

A Okay.

Q And is that the merger commtment you're
referring to?

A No. | believe it's 7.4.

Q |'m sorry. Thank you.

And what does 7.4 say?

A It says -- you want ne to read it?

Q Pl ease.

A The AT&T Bell South ILEC shall permt a
requesting tel ecommuni cations carrier to extend its
current interconnection agreement regardless of
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whet her its initial term has expired for a period of
up to three years, subject to amendment to refl ect
prior and future changes of | aw. During this period,
the interconnection agreement may be term nated only
be at the carrier's request unless term nated
pursuant to the agreement's default provisions.

Q Coul d you briefly describe the nature of
t hose proceedi ngs?

MR. FRI EDMAN: Obj ecti on. Rel evance.

Judge, | may be anticipating
m st akenly where we're headed. And |I'm sure counsel
will correct me if I am But as M. MPhee has made
clear, these were proceedings in some states in the
Bel | Sout h regi on under another merger comm t ment,
which is not at issue here. And | can only assune
t hat counsel will attempt sonehow to denonstrate
t hrough M. MPhee that AT&T took some positions in
t hose proceedings that in counsel's view are -- were
i nappropriate or m staken.
So, again, | invite you to correct ne

if I'"'mwong, but we may be embar ki ng on what could

be protracted exam nation on a subject that has zero
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to do with this case.

MR. PFAFF: Well, | certainly think I'"'mfree to
inquire as to the witness's testinony in other
proceedi ngs, especially, again, as they relate to the
merger comm tments generally. He's indicated in his
testinony that he is here to provide AT&T's position
with respect to the merger commtments. And | think
|'"'mentitled to inquire what AT&T's position is about
the merger comm t ments.

MR. FRI EDMAN:  Your Honor, he's here to testify
about the merger commtment that's the subject of
this proceeding. What could possibly be nore

collateral? You m ght as well pick, your Honor --

M . MPhee denonstrated -- testified some years ago
in all sorts of arbitration proceedings. | suppose
counsel m ght say, Well, et me pull out something

fromthe 2001 arbitration with Level 3 or something
in Mssouri, and didn't you say this? And they
deci ded you were wrong, didn't they? | mean, that's
about how closely related this is to this case.

MR. PFAFF: Wth the Court's indul gence, |

promse | will not go into that kind of detail. | do

408



10

11

12

13

14

15

16

17

18

19

20

21

22

believe I"'mentitled to ask a brief number of
gquesti ons about positions that AT&T has taken with
respect to the merger commtnments.

JUDGE DOLAN: So long as you keep it to that
subject, I'Il overrule the objection.

MR. PFAFF: Thank you.
BY [! EZ SPEAKER 04]:

Q Do you recall the question, M. MPhee?

A No, | don't. " m sorry.

Q | believe the question was, what was the
nature of those proceedi ngs?

A They were a di spute over Merger Condition
7.4. Sprint sought to extend an expired agreenment
t hat AT&T opposed the extension. And AT&T proposed
that the parties inmplement a contract that the two

parties had | argely negotiated and had settled in --

t hey had resolved in concept, | believe -- that's not
the right phrase -- but they were very close to
negotiating the entire document. And so AT&T sought

to continue to inplement that contract as it had been
negoti ated through the prior two and a half years, as

well as include some Attachment 3 interconnection
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terms and provisions that had not yet been finally
negoti at ed.

Q So just to shorten that answer a little
bit, you agree that Sprint sought to invoke Merger
Commtment 7.4; is that correct?

A That's correct.

Q AT&T opposed that election; is that
correct?

A That's correct.

Q And the matter was submtted to a state

comm ssion for decision; is that correct?

A Yes.
Q That's all. Thank you.
Just another little housekeeping
matter, if you don't mnd. W've talked a |ot about

t he Kentucky | CA; correct?

A "' m not sure we talked a |ot about it this
mor ni ng, but this proceeding has been about the
Kentucky | CA, yes.

Q And Sprint's election was to port the
Kentucky ICA -- and I'll -- pardon me for the court

reporter, but we'll probably -- I'Il say that a
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| ot -- you understand when | say "I CA" nmeans
i nterconnection agreenment?

A Yes, | do.

Q Okay. And when | refer to the Kentucky
| CA, it's the interconnection agreenment between
Sprint and Bell South that was approved by the
Kentucky Comm ssion; is that correct?

A Sprint PCS and Sprint CLEC and Bel | Sout h,
that's correct.

Q But from a broader sense, you understand
that the Kentucky ICA is just the Kentucky version of
what sometinmes is referred to as the Bell South | CA;
is that correct?

A | don't refer to it as the Bell South | CA,
but | do understand that there is a very simlar

contract for each of the nine Bell South st ates.

Q And | just want to -- if | slip up and say
"Bell South I CA, " |I'm not intending to mean anyt hing
ot her than -- just sonetimes generically |I refer to

it as a Bell South I CA, do you understand? And you
can correct nme and say, Do you nean the Kentucky | CA?
A Ckay.
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Q OCkay. You do understand, though, that
the -- there was an | CA between Sprint CLEC and
Sprint PCS that was filed and approached in the nine
Bel | South states; is that correct?

A That's correct.

Q OCkay. And that -- do you know how | ong
t hat agreement has been in effect?

A | believe since 2001.

Q Okay. And since 2001, are you aware of any
other carriers that have attenpted to adopt that
agreenment ?

A No.

Q Do you know if other carriers have asked to
adopt that agreement?

A | don't know. | wouldn't have had any
access to that information prior to -- essentially
January 2007.

Q Al'l right. You can thank some of your
co-wi tnesses for some of this. M. Constable
testified that he did not know if AT&T was exchangi ng
traffic with Sprint in Kentucky, do you recall that?

A Yes, | do.

412



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Do you know if AT&T is exchanging traffic
with Kentucky?

A | believe they are.

Q Okay. And is your understanding that the
parties are operating -- that Sprint and AT&T are
operating under the Kentucky ICA in Kentucky;
correct.

A It's my understanding that that contract is
in force in Kentucky, yes.

Q Now, in your direct on Page 16 -- and
actually | apol ogize, starting on Page 15 at the very
bottom you descri be the Kentucky I CA as being
approximately 1169 pages |long and that AT&T' s team
had redlined to port the ICAto all 13 states in the
| egacy AT&T | LEC region. Do you recall that
testi nony?

A Yes, | do.

Q And Illinois would be included in the
| egacy 13 states; is that correct?

A That's correct.

Q And is it your testimny then that the

Kentucky I CA -- strike that.
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You indicate that Sprint first
requested to port the Kentucky I CA on Novenber 20th
of 2007 in Illinois; is that correct?

A Yes.

MR. FRI EDMAN: Can you give the --

MR. PFAFF: Well, he's already answered.
think that's a fairly noncontroversial point.

BY [! EZ SPEAKER 04]:

Q Do you know the status -- immediately prior
to that date, were you aware of the status of the
party's existing | CA?

MR. FRI EDMAN: Can | --

[ EZ SPEAKER 04]: Sure.

[ ' EZ SPEAKER 02] : | think you said "were you
aware," so is the question was he at that time aware?

MR. PFAFF: " m sorry.

BY [! EZ SPEAKER 04]:

Q Are you aware now of what the status was
i medi ately prior to that date?

A For which | CA?

Q The I CA that was in effect, | guess, prior

to Sprint's election.
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A In the state of Illinois?

Q State of Illinois.

A No. | would assume that there was an | CA
that the parties were operating under. MWhether it
was expired or not, | don't know specifically know.

Q You're not aware that AT&T had term nated?
A | was aware that there was a notice of --
"' m not part of this process specifically. But | was

aware that there was a notice of intent to

renegoti ate or enter into a new agreenment. \hether
or not, like | said, that expiration date had already
passed, | don't know.

Q Okay. And I'll be careful now. | mean, |

understand you're not on the interconnection

negoti ation group; is that correct?

A That's correct.
Q In your -- under your role as kind of the
regul atory -- the regulatory subject matter expert

for AT&T, you understand generally how
interconnection agreements are formed; is that
correct?

A Generally, yes.
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Q And normally you can go to an arbitration
process under 251, 252; is that correct?

A A negotiation and arbitration process, yes.

Q Are you also aware that Sprint had

requested to port the Kentucky ICA into Ohio in July?

A Generally, yes, | was aware.

Q Do you recall Sprint -- AT&T's initial
response to AT&T -- | mean, |I'msorry -- to Sprint's
port request? |'m sorry. Turn to Page 11 of your

direct testinmony.

A Okay.

Q And the question there is -- on Line 267
is, Did AT&T respond to Sprint's request? Do you see
t hat question?

A | do.

Q Okay. And do you see your answer?

A Yes.

Q And was your answer -- was AT&T's response
dat ed December 13 that once Sprint informed AT&T
whi ch of the Sprint CMRS providers was to be a party
to the agreement, AT&T woul d process the porting
request ?
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A Yes.

Q And you understood that to mean that Sprint
needed to pick one of its wireless carriers; is that
correct?

A One wireline carrier and one wireless
carrier, yes.

Q And so -- and, again, just for
clarification, Sprint CLEC is the wireline carrier.
Sprint PCS, what we referred to yesterday, the CDMA
network, right, Sprint PCS is the CDVA portion. And
t hen you understood that Sprint had merged with
Nextel; is that correct?

A Yes.

Q Okay. And that there are two Next el
entities; is that correct?

A Yes.

Q Okay. And those entities are Nextel West
Corp., and NPCR, Inc.?

A Yes.

Q Okay. And AT&T's response was essentially
that Sprint need to either pick Sprint PCS or Nextel

but could not have both; is that correct?

417



10

11

12

13

14

15

16

17

18

19

20

21

22

A Well, when you say "or Nextel," | think you
mean, or one of the Nextel entities; but, yes, AT&T
responded that the contract was intended for and
written for one ILEC, which is AT&T, and one CLEC and
one wireless carrier.

Q Now, you still have the merger commtnents
there in front of you; is that correct?

A Yes.

Q And that merger comm tment says that AT&T
wi Il make an agreenent available to any requesting
carrier, is that correct, subject to the Iimtations?

A Yes.

Q Do you see any exception within that merger
commtnment that limts a carrier to one of its
wireless entities?

A Well, | do not; but | also don't see that
it says, Any requesting carrier or carriers, nor does
it say, To all requesting carriers. So. ..

' m sorry. Can you reask your
gquestion?

Q | was asking you if there is any exception
in the Merger Commtment 7.1 that limts a carrier to
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one of its wireless entities?
A | don't think that -- no, there is no
exception that states that.
Q Okay. That you.
MR. PFAFF: Could we go off? Well, | just have
a few questions on the confidential portion. So I
suggest we - -
JUDGE DOLAN: Go in camera.
Al right. So this next portion wil
be proprietary.
(Wher eupon, the follow ng
proceedi ngs were had in

camera.)
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